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THE CGOVIPTROLLER GENFAAL
LJRBECISION OF THE UNITED STATESB | -
WASHINGTON, D.C, ?05a8
FILE;  B-205073 . DATE: May 14, 1982

MATTER OF: International Harvester Company

DIGEST:

1, In negotiated procurements, both scatute and
regulations require that proposals be solicited
from the maximum pumber of qualified sources
consistent with the pature apd requirements
of supplies or services being procured, For
this reason, GAO closely scrutinizes sole-
sonrce procurements, altiphough it will uphold
them if they are reasonably or rationally based,

2, When item being procured is technologically com-
plex, stems from a research and development con-
tract, and is urgently neaded for national defense
or safety, the most recent develpper's familiarvity
with work to be performed may Justify a sole-source
avard of an initial productionp contract, since
developer may be uniguely able tn implement design
changes required for mass production,

3. ¥her proponed contract for initial production calls
for testing only six of 25 vehicles to be procured,
GAO recommends that the agency reevaluate to deter-
mine the minimum number needed to validate produc-

tion design,

4. When, due to long development period and piecemeal
funding, an agency has not obtained a technical data
parkage sujtable for competitive procurement, GAO
recommends that, concurrent with first production run,
the agency take all necessary steps to obtain such
a data package,

This is a protest against the Army's proposed sole-
source award of the first production contract for the
M9 armored combat carthmover (the ACE), a lightwelight,
high-speed (30 miles an hour), amphibious bulldozer which,
among other things, will accompany and dig-in the Ml tank,
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The U,8, Army Moblility Equipnput Research and Development
Command on May 18, 1981, issued a "single source" request for
" quotations, No. DAAK 70-81-Q-0422, to Pacific Car and Foupdry
Company (PACCAR) of Renton, Washington, which singe 1971 has
developed and hand-built four prototypes of this vehicle, Pro--
testing the noncompetitive procurement is International Hav-
vester Company, which seeks an npportunity for prior developers
of tha ACE to compete for the coptract,

We deny the protest, but believe that the noncompetitive
procurement should be Kep% to the absolute minimum number of
vehicles, We therefore recommend that the Army reevaluate
whether it can meet its objectives-~to complete production
engineering and to validate a technical data package--with
fewer than the 25 vehicles that it now proposes to oktain
fvom PACCAR,

Background:

The ACE has been in development for more than 25 years,
Beginning inh 1955, when the Army first sought a vehicle of this
type to support airborne engineer construction units, Interna-
tional Harvester designed, manufacturered, and tested four gener-
ations (a total of nine vehicles) of what became known as the
Universal Engineering Tractor, 1In 1365 International Har-
vester turned lts drawings and specifications over to the Army,
and Caterpillar Tractor Company continued development efforts,
In 1971, rfollowing a limited competition in which International
Harvester did not participate, the Army awarded an advanced
production engineering contract to PACCAR,

In 1977, PACCAR's version of the ACE was designated
the M9 and was type classified standard.l The following
year, .the Army issued a sole-~scurce solicitation to PACCAR
to produce 75 vehicles, with an option for an additional
155; however, the solicitation was canceled when Congress
deleted the necessary funds from the 1978 budget, PACCAR
continued to perferm contracts which, according to the Army,
wvere primarily for product improvement and engineering sup-
port until fiscal 1982, when $40,400,000 was approgrlated
fnor production of the AUE under Public Law 94-114,

lType classification is a system of acquisition and control
of Army materiel; it essentially involves prequalification
of a particular product, See Army Regulation (AR) 71-6
(1973) [superseded by AR 70-61 (1978)]); Christie Electric
Corporation, B~1388622, December 8, 1977, 77-2 CPD 441.

2Legislation has been introduced that would rescind this
amount. See S.,2167, 97th Cong., 24 Sess., 128 Cong. Rec. §1647.
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The Protested Salicita%iong

Under the protested solicitatio, ; the Army originally
sought PACCAR's cost proposal %o prcduce 36 vehicles in |
fiscal 1982 and an additional %1 in 1983; it subsequently
requested an alternate proposal for 87 vehicles on a multi-
year basis, Now, however, the Army advises us that it intends
to nld the first production run to 25 vehicles, climinate
the option quantity, and conduct a competitive procurement
for full production in late 1984, a year. earlier than
planned, The Army ultimately expects to procure more than
1,200 vehicles, In addition to the 25 vehieles, under the
protested solicitatjon the Army seeks a system support
packagde, training materials and classes, and other enginuer-
ing and technical support. The solicitation originally also
called for the preparation of a technical data package;
heuaver, under a contract awarded in September 1981, PACCAR
is molifying and further testing one of the prototypes and
will update data accordingly,

Sole~Source Justifications;

The Army nhas advanced numerous justifications for the
provosed award to PACCAR; International Harvester disputes
them all, The major arguments center on PACCAR's familiarity
with the ACE, which the Army asserts makes it the only firm
currently capable of making the transition from development
to production, and on the tvpe of technical data package
required for a competitive procurement, The Army also
asserts that because <f the ACE's combat capabilities,
not currently available in any other military vehicle,
it 1s urgent to field it as soon as possible, The Army
believes only PACCAR can meet its sschedule for delivery
beainning 570 days after award.

A. Familiarity with the ACE:

International Harvester arcues that the propnsed sole-
source award ignores its role in development of the ACE
(it holds patents on the commercial version) as well as
its present capability as a manufacturer of heavy-duty
construction equipment, According to the protester, except
for revisions to components such as the engine and transmis-
sion, which any production contractor (includiing PACCAR)
must obtain from approved sources, the current generation
of the ACE is virtually identical to the last generation
that International Harvester built.
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The Army, hovever, states that more than 200 design
and engineering changes were made to the vehicle by Caterpil-
lar and an additional 700 by PACCAR; these jnclude allegedly
design-critical changes in the engine, the drive train (in-
cluding transmission), the hull assembly, and the hydraulic,
suspension, and electrical systems., Some of these changes.
the record indicates, were muade to overcome deficiencies
found in testing the prototypés built by PACCAR, The Army
states that otherg were required because components became
obsolete and had to be rveplaced, and still others are product-
iinprovement changes which have not been fully tested due to
lack of funds, One engine, for example, was discontinued
because it did not meet Environmental Protection Agency
standards,

An additionpal number '0f priority changes have been
identified and will be implemented before and during
initial production, the Army states; some of these are
geared to reducing the cost of production, while others
are in response to changed hattlefield requirements, The
final version of the ACE will have such sophisticated
capabilities as chemical/biological warfare protection,
smoke launchers, and night vision,

The significance of the numerous changes, the Army
states, is that they must be properly integrated into the
vehicle design, Taelr impact on existing components is
uncertain, the aArmy continuaes, but it is crucial that
the changes be made in a manner that does not adversely
affect other design parameters, The developer having
the most current experience with the total design is
the only one qualified to resolve potential difficulties
without undue technical risk, the Army asserts,

A

A large number of the problems experienced with all
generations of the ACE are rooted in manufacturing methods,
the Army Eurther states, In its judgment, the lessons
learned by PACCAR cannot effectively be transferred to
the operations of another manufacturer and cannot be re-
flectad in the technical data package before completion
of initial production, The Army admits that this is a
subjective judgment which reflects a conservative approach,
However, it states, the basis tor it is the need for any
other contractor--including prior developers-~to become
acquainted or reacquainted with the entire vehicle design
and the possibility that a new contractor will overlook
critical changes, Thus, the Army states, far more is
required than merely purchasing components from approved
sources.
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In this regard, the Army states that IACCAR has
coordinated with subcontractors to solve persistent
problems in the ACE's complex hydraulic and suspension
systems, A change in the transmission has been mutually
developed by PACCAR and Clark FEquipment Company; in the
Army's opinion, it wonld be difficult and time~-consuming
for another prime contractor to repeat this development
effort, sipnce the drawings and specifications for the
transmission are npot included in the current technical
data package, Further, International Harvester's commer-
cial patent is pot relevant, the Arny asserts, since
the firm has neither produced the vehicle in quantity nor
subjected it tn the periodic reevaluation and reengineering
which the ACE has undergone,

The Army concludes that only PACCAR has the expertise
required to implement the changes to the ACE during produc-
tion, While acknowledging International Harvester's role as
a developer of the ACE, the Army does not agree that this
experience is sufficlent to overcome the firm's lack of
experience with the current design,

The Army also points out that both Defense Acquisition
Regulation § 3-108(k) (1976 ed.,) and Army Regulation (AR)
1000-)1 (May 1, 1981) indicate that it is generally in the
Government's best interest to place initial production
contracts for technical and specialized supplies with
the development contractor., The rationale for this policy,
the Army states, is to permit the Government to retain
the expertise gained by the development contractor through
the first production run. It allows incorporation of all
"first-build" changes into the technical data package
before competitive purchase of a large quantity of the
item, and is standard Army policy for complex procurements,

Internatinonal Harvester's response is that in this case
there are three developers of the ACE. If the Army correctly
has described all the changes which have been made or proposed
since International Harvester last was involved with the ACE,
the firm continues, neither PACCAR nor any other developer
has built the vehicle wi ich will be produced under this con-
tract, although they have built its predecessors, If changes
yet to be made are significant, International Harvester con-
tinues, the ACE should not be allowed to move into the produc-

tion stage; if theg are insignificant, then any of the prior
developers should be allowed to produce it,

Moreover, International Harvester argues, the Army is
reneging on a promise, made in 1871, when it specifically
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stated that the advanced production engineering contractor
was not quaranteed award of the first production contract
because the contract would be avarded competitively,

B, The Technicul Data Package:

Interpational Harvester also argucs that the Army either
has or should have obtained a technical data package for the
ACE; the firm estimates that the Army has aspent npearly $1,5 mil-
lion (of a total of $7.7 million in contracts awarded to PACCAR
since 1971) for such data, If this information is updated, Inter-
national Harvester argques, it can go into production as quickly
and as well as PAUCAR,

The Army, however, states that due to the long development
period, piecemeal funding, and changes in Army policy concern-
ing what is suitable for competitive procurement, data deliv-
ered under its earlier contracts with PACCAR must not only be
updated but also "validated" by being used successfully in a
first production run, According to the Army, this requires a
configuration audit in which the vehicles are tested and com-
pared with drawings and specifications, uUntil this is done,
the Army Indicates, it cannot warrant the data package to other
bidders as adequate for mass production, In this regard, the
Army rejects International Harvester’s proposal that competi-
tion should be limited to prior developers of the ACE. A vali-
dated technical data package will enable all experienced manu-
facturers to compete for the full production contract, the Army
concludes,

PACCAR, in comments to our Office, supports tha Army's
position that currently available data is incomplete and
states that it never was authorized to produce a complete
data package., Drawings, for example, were revised only when
they related to the specific tasks covered by its earlier
contracts, PACCAR states; the firm estimates that only 100
of approximately 1,200 drawings meet current military
standards. Other elements of the technical data package
still to be formalized, according to PACCAR, include
speclifications and data for packaging, quality assurance,
inspection, and acceptance,

The ovarriding purpose of this procurement, the Arwmy
states, is to complete¢ the research and development cycle
by assambling and validating the technical data package.
Under its current contract, PACCAR is fabricating and
installing modifications on one of the four prototypes,
and after testing and Government approval of the changes,
will update the technical data package before first produc-
tion. But the data package cannot be validated, the Army
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contends, through modification and testing of a handbuilt
prototype; nithing short of actually producing the vehicles
and therehy. /erifying the data will do, The Army also argues
that potential disputes over the adequacy of technical data,
inherent in award to any non-design developer, could take
time to resolve, resulting in postponement of full production
to a later fiscal year and increased costs due to inflation,

C. Urgency:

International Harvester also challenges the Army's
other sole-source justifications, particularly urgency,
The firm questions whether "time is of the essence" when
the Army has no definite schedule for fielding the ACE,
The fact that the vehicle was not funded between 1977 and
1982, International Harvester continues, demonstrates that
it is not urgently needed and that there is adequate time
for competitive procurement,

The Army acknowledges that it has no tjmetable for
fielding the ACE, However, it states, the vehicle is
designed to fill a mission which currently exists--not
only to support the M1l tank but also for heavy digging
of survivable positions for tank and infantry weapons,
anti-tank ditches, and other mobility, countermobility,
and survivability tasks,

There currently is no alternative to the ACE, since
comnercially available bulldozers are essentially road-
bound, the Army adds, and do not have the ACE's ability
to move across country at high speeds; they also lack armor
and protection against chemical-biological warfare. The
Army argues that the ACE's combat capabilities make it
essential to field the vehicle as soon as possible and
that an award to any contractor other than PACCAR will
cause delays of at least one year in manufacturing and
f%elding and will Increase costs by an estimated $6 mil-

on,

Delays which have occurred thus far have been due tc
funding constraints, not to lack of immediate need, the
Army further arques, With unlimited capital and an infin-
ite time for performance, any manufacturer of related
equipment could successfully validate the technical data
package, the Army concludes, but neither is available,
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GAQ Analysis—;Snle-Source Procurements:

A, Geperal queq

When a procurument is neqotiated, proposals mugt be
solicited from the maximum pumber of qualified sources
consistent with the pature and requirements of the supplies
or services being procured, 10 U,5,C, § 2304(g) (1976).

DAR §§ 1-300 and 3-101(4d) also require competition to the
maximum extent practicable, For this reason, our Office
closely scrutinizes vole-source procurements. We will,
however, uphold such procurements if there is a reasonable
or rational basis for them., Precision Dynamics Corporation,
54 Comp. Gen, 1114 (1975), 75-1 CPD 402,

Presumably, no contracting activity will make a sole-
source award without believing such action is in the Govern-
ment's best interest, However, an award may not be justified
merely on the bhelief that the awardee is best qualified,

Aero Corporation, 59 Comp. Gen, 146 (1979), 79-2 Crd 430,
Thus, when an agency has information which clearly indicates
that a.second source may he cavable of filling its needs, it
must investigate further before making a sole-source award,
Aerospace Research Associates, Inc¢,, B-~201953, July 15, 1981,
g8l-2 CPD 36,

Mere familiarity with the goods or services being
procured, or prior experience which the agency believes
will facilitate performance and enable a contractor to
anticipate problems, do not, of themselves or even coupled
with urgency, justify a sole-source award, nor do potential
increases in cost due to changing contractors., Accordingly,
we have sustained protests against sole-source awards of
contracts to repair an underground heating system for Acrmy
housing when the agency failed to show that the installer
was the only firm which could complete the work before
winter, Titan Atlantic Construction Corp., B-200986, July 7,
1981, 8)-2 CPD 12; and for an energy management control sys-
tem when the agency believed that the offeror was so well
aciquainted with existing equipment that it could install a
new system in less time and at a lower cost than any other
contractor, Electronic Systems U.S8.A., Inc., B=200947,
April 22, 1981, 81-1 CPD 309.

We also have disapproved sole~source awards for collec-
tion of delinquent Medicare, Medicaid, and Group Health
accounts, justified on the basis of the contractor's famili-
arity with the accounts and demonstrated ability to collect,
Systems Group Associates, Inc., B-195392, January 17, 1980,
80-1 CPD 56; and for upgrading an audiovisual system and
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refurbishing an auditorium, when the awardee had manufactured
the major components and was considered able to perform vwith-
out detailed specifications, Techniarts, B-193263, April 9,
1979, 79-) CPD 246, See also Environmental Protection Agency
sole-source procurements, 54 Comp. Gen, 58 (1974), 74-2 CPD
59; Kent Watkins & Associates, Inc,, B-191078, May 17, 1978,

78-1 CPD 377,

B, Awards to Development Contractors;

When, however, the item being procured is technologi-
cally compleX and/or has had its genesis ip a research and
developmenkt contract, the devrloper's familiarity with the
work to be performed may justify a sole-source award for an
initial produetion run, since the developer may be uniquely
able to implement changes required for mass production,
This exception to the general rule requiring caopmpetition
is particularly applicable when for reasons of pational de-
fense or safety, full scale production must be achieved at
the earliest practicable date,

Thus, we have upheld sole-cource awards for the "Seafox,"
a Naval warfare craft, to the firm which constructed the
prototype, The Willard Company Incorporated, B~199705, Febh-
ruary 18, 1981, 81-1 CPD 102, and for moditication of
radar for use on vavious aircraft to the firm which had
developed and had proprietary rights to data on the basic
item, although the Air Force was entitled to data on im-
provements, Applied Devices Corporation, B-1§7902, day 24,
1977, 77-1 CPD 362,

Even when, as in this case, a prior developer's itork
will be incorporatied into the item being procured, if sub-
stantial changes have been madz or if the work contemplated
goes beyond that of the developer, the most recent contiactor
may have unique knowledge or capability, justifying a sole-
source award. For example, Vega Precision Laboratnories,
lnc,, B-191432, June 30, 1978, 78-1 CPD 467, involved a

sole~source award by the Marinc Corps to the most recent

supplier of transponder sets, used to enable attacking
aircraft to "home in" on ground targets under all weather
conditions., Due to urgency, the agency .planned to waive
first article testing and use unaudited drawings. The pro-
tester, under earlier contracts, had produced a model which
was the acknowledged forerunner of that being procured. In
addition, the firm had kept pace with technical developments;
reviewed information made available to it by the agency and
believed it could produce the sets; planned to conduct first
article testing simultaneously with production in order to
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meat delivery schedules; agreed to be contractually bound
to dup)licate the itam if it was furnished only one unit;
and orfered to assist in auditing and revising drawings.
Because the protester's work had been done seven years
previously, we fcund it unnecessary Lo consider whether it
had met performance requiremerits at that time, We held that
che agency's assessment of upacceptable technical risk and
potential delay in award to any firm other than the incum-
bent was reasonable, and we denied the protest,

eimilarly, in Engineered Systems, Inc., B-195237,
Deceiber 14, 1979, 79-2 CPD 408, iInvclving a contract for
support of an alrcraft system used to collect scientific
and technical intelllgence, the Air Force proposed a sole-
source award to the contractor who, during the previous
four years, had modified the aircraft substantially, A
prior contractor protested, We noted that due to time
and funding constraints, drawings and engineering data
on the modifidations had been kept to an absolute minimum
and had been augmented by the incumbent's own gspecifica~
tions, manufacturing processes, and engineering notes,
which were not available to any other firm., We upheld
the award hut recommended that options not ke exercised
if a‘competitive data package could be assembled, See
also Frequency Engineering Laboratories Corporation,
B-202202, Lecember 15, 1981, 81-2 CPD 468; Norfth Electric
Company, B-182248, March 12, 1975, 75-1 CPD 150; BloMarine
Industries; General Electric Company, B-180211, August 5,

1974, 74-2 CPD 78; B-173063, September 22, 1971; and B-1G1031),
June 1, 1967.

Genernl- Accounting Office Conclusions:

We find that the ACE is a complex, state-of-the-art
comhat vehicle, and that PACCAR is not only the most recent
deve)opty, but also the only company which has worked on .
it for more than 10 years. We believe the Army has reasonahly
determined that PACCAR's current familiarity with the vehicle,
the lead time which would be required for any other contractor
to become familiar with it, and the urgency involved combine
to make PACCAR the only available source for the preposed
procurement,

We reach this conclusion, first, because the golicita-
tion issued to PACCAR does not call for the production of
large quantities of the vehicle for operational use, Rather,
it calls for PACCAL: to provide various tyves of engineering
support for a limited production run. Specifically, the
firm is to insure:
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Wk * * that the mechanical, hydraulic, and
electrical design of the equipment is such
that when produced in quantity * * * theve
will be no degradation of performance from
that demonstrated and established on the
developmental hardware and that quantity
production can be effected with minimum * * *

problems * * * ™

In so doing, PACCAR is required by the specifications
to perfect,, to the extent possible, the manufacturing pro-
cesses to be used in follow-on full scale production, and
to make inspection, assembly, and interchange of parts as
easy as possible, In short, what is involve? is production

engineering,

second, as the Army has indicated, the engineering
methods developed by PACCAR must be tested through produc-
tion, In this regard, we find it reasonable to require that
the technical data package be validated., The protested
solicitation lists numerous deficiencics found in 1976
testing of the vehicle at Aberdeen Proving Ground, Maryland.
For example, at that time it failed teo start consistently
in temperatures below.zero degrees Fahrenheit, In addition,
it failed to meet requirements that 88 percent of all
units be able to complete a l0-hour mission successfully
and that 50 percent of ali units be able to operate 650
hours between replacement or overhaul of major components,
Also, when unballasted, the vehicle could not maintain
required speeds of 30 miles an hour on dry, level terrain
or 3 miles an hour while afloat, and the latches securing
the dozer blade were not adequate to insure its retention
during cross country movement,

It appears that extensive testing will be required
to determine whether these and other problems, which appear
to have been snlved only on paper or at best through testing
of modifications to the prototypes, have been resolved.
This is consistent with a 1978 audit report in which we
stated that the vehicle (still referred tc as the Universal
Engineering Tractor) was outstanding when it performed .
properly, but was "plagued with durability and reliability
problems." We noted that test officials believed that
although existing prototypes were being used to correct
as many deficiencies as possible before a technical data
package was finalized, the vehicles were so old and had been
modified so many times that they would not be an accurate
indicator of deficiency corrections. See Letter Report to
the Chairman, House Appropriations Committe2, PSAD 78-99,

May 1, 1978.
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. Further, wve believe the Army ia Justified in its belief
that it must proceed immediately witih a limited production
rup ~  order to meet its urgent need for full scale prodye-
l.lon, Tha ACE will fill wmilitarxy needs which are not being
met by any other equipment, either in Army inventory or
avallable commevcially, and vbviously these needs will re-
main unsatisfied until the production units are flelded,
Interndatlonal Harvester's contention that production is

not urgent because the ACE was not funded for several

vears f{ils to recognize thet the lack of prior funding
logically lenads to a greater urgency now and that the Con-
gress provided funds this year after the Army explzined

its immediate need for the ACE,

The fact that only PACCAR's and its subcontractors!
engineering personnel are currently familjar with the ACE's
design data, consisting of some },200 drawings, numerous
technical specifications, and A history of some 900 changes
rmade in the past 16 years, leads us to conclude that it is
the only firm that can reasonably assyvce that the cuntract
will be performed as promptly as possible, Moreover, as
the Army points out, if problems arise during production

which require recalculation or audiustment of dimensions
and tolerances, PACCAR appears uniquely qualified vo resolve
them without undue technical risk,

Finally, we find no'evidence that the Army is attempt-
ing to avoid its obligation to cumpete full scale production
of the ACE, The Army at this point is seeking only to pro-
duce a limi*ed number of vehicles to insu e, in its words,
"That a [later) competitive sulicitation is not conducted
#ithout a technical data package proven adequate to Lnild
a vehifle in a full production mode."

International Harvester's protest therefore is donied,

Number of Vehicles to Be Procured;

Although we have ii0 legal objections to a sole~source
awvard to PACCAR; we believe that the contract should be
for the absolute minimum number of vohicles required to
support praductlion engineering and to validate the technical
data packags. The Army has presented us with only con-
clusionary statements as to v.iat this minimum is,., In 1978,
as indicated above, it planned to procure 230 vehicles under
a first production contract, if options were exerclsed., In
this procurement, the Army initially argued that 87 vehicles
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were needed; it now states that it will limit initial produc-
tion to no mcre than 25 vehicles. In none of these cases
did the Army explain how it arrived at these ficures.

. The solicitation indicates that the First four vehicles
delivered will ‘be subject to first article testing. The
fifth will be subjected to a physical conflguratior audit,
in which an "as-buil*“" vehicle is examined against the tech-
nical documentation; the sixth will be physically torn down
to evaluate maintainability. What the remainder of the 25
vehicles will contribute to the process of validation is
nct clear from the record. In other words, the Army does
not appear to have made a technical judgment that a minimum
of 25 vehicles need to be produced by PACCAR before it
will be in position for a competitive procurement.

While the many decisions cited above support sole-source
procurements under the circumstances present here, thiey do
not support such procurements when they involve mote%@han :
a minimum quantity or when they continue for more thlian a
minimum time. What is justifiable initially may soon cease
to be justifiable, particularly in light of the oblious
advantages to be gained from competitive pricing and the
wisdom, from a managerial point of view, of developing
more than one source. For examplu, see Aero Corporation,
supra, and Aero Corporation v. Depavtment of the Navy,

No. 79-2944 (D. D.C,, February 18, 1982) involving a
proper sole-source award to the original manufacturer

of the C-13003f a contract for extendiny the service life
of the aircraft but also a U.S. Distrlct Court nrder to
the Navy to develop maintenance kits guitable for future
competition between the manufacturer and other experientced
C-130 contractors. See denerally Less Sole~source, More
Competition Needed on Federal CIivil Agencies' Contracting,
PunD 82-40, April 7, 1982,

Hle therefore are recommending that the Army reevaluate
whether it actually needs 25 vehicles under this contract
and that, concurrent with the first production run, it
take ‘all necessary steps to insure that a complete and
validated technical data package is obtained, so that
this noncompetitive procurement will not be extended. See
H. Roch & Sons, B-202875, Decenber 14, 1981, 81-2 CPD 463}
Aerospace Reseaiich Associates, Inc., supra; Applied bevices
Corporation, supra, '

In addition, to the extent that the 25-vehicle firure
reflects the Army's assessment of what is practical to

-————
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defray tooling costs, we suggest the Arm;. consider whether
the Government's interests would be better served if it

were to acquire and furnish under follow-on contracts any
special prvoduction tooling which may be needed.,

Comptrollgr (encral
of. the UnY.ted 3tates
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THE COVIPTROLLER GENERAL

SJSECISION OF THE UNITED STATES .
WASHINGTON, O.C, 205a8a
1
FILE; B-205073 DATE: May 14, 1982

MATTER OF; International Harvester Company

‘ —
' DIGEST:

1, In negotiated procurements, both statute and
requlationy require that proposals be solicited
from the masimum number of qualified sources
consistent with the npature and requiremernis
of supplies or services being procured, For
this reason, GAO closely scrutinizes sole-
source procurements, although it will uphold
them if they are reasonably or rationally based,

2. When item being procured is technologically com- :
plex, stems from a research and development ccn-
tract, and is urgently needed for national defense
or safety, the most recent developerfs familiarity
with work to be performed may justify a sole~source
award of an initial production contract, since
developer may be uniquely able to implement design
changes required for mass production,

LI

3.. When proposed contract for initial production calls
for testing only six of 25 vehicles to be procured,
GAO recommendss that the agency reevaluate to deter-
mine the minimum number needed to validate produc-
tion design,

4. When, due to long development period and piecemeal
funding, an agency has not obtained a technical data
package suitable for competitive procurement, GAO
recommends that, concurrent with first production run,
the agency take all necessary steps to obtain such
a dacta package.

This is a protest against the Army's proposed sole-
source award of the first production contract for the
M9 armored combat earthmover (the ACE),. a lightwelight,
high-speed (30 miles an hour), amphibic¢us bulldozer which,
among other things, will accompany and dig-in the Ml tank.
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The U,8, Army Mobllity Equipment Researclh and Development

Command on May 18, 1981, issued’' s "sgsipgyle source" request for

" quotations, No, DAAK 70-81-Q-0422, to Pacific Car and Foupdry
Company {(PACCAR) of Renton, Washington, which esince 1971 has
develcped and hand-built four prototypes of this vehicle, Pro-
testing the noncompetitive procurement is Inpternatijonpal Har-
vester Company, which seeks an opportunity for prior developers
of the ACE to compete for the contract,

~ e deny the protest, but believe that the noncompetitive
procurement should be kept to the absolute minimum number of
vehicles, We therefore recommend that the Army reevaluate
whether it can meet its objectives-~to complete production
engineering and to validate a technical data package--with
fewer than the 25 vehicles that it now proposes to obtain
from PACCAR,

packggound:

The ACE has been in development for more than 25 years,
Beginning in 1955, when the Army first sought a vehicle of this
type to support airborne engineer construction units, Interna-
tionpal Harvester designed, manufacturered, and tested four gener-
ations (a total of nine vehicles) of what became known as the :
Universal Engineering Tractor. 1In 1965 International Har-
vester turned its drawings and specifications over to the Arnmy,
and Caterpillar Tractor Company continusd development efforts,
In 1971, following a limited competition in which International
Harvester did not participate, the Army awarded an advsnced
production engineering ¢ - itract to PACCAR.

In 1977, PACCAR's version of the ACE was designated
the M9 and was type classified standard,l The following
year, .the Army 1issued a sole-scurce solicitation to PACCAR
to produce 75 vehicles, with an option for an additional
155; however, the solicitation was canceled when Congress
deleted the necessary funds from the 1978 budyget., PACCAR
continued to perform contracts which, according to the Army,
were primarily for product improvement and enginzering sup-
port until fiscal 1982, when $40,400,000 was appropriated
for production of the ACE undar Public Law 94-114.%

1Type classification is a system of acquisition and control
of Army materiel; it essentially involves prequalification
of a particular product. Sece Army Regulation {(AR) 71-6
(1973) [superseded by AR 70-61 (1978)); Christie Elentric
Corporation, B-188622, December 8, 1977, 77-2 CPD 441.

2Legislation has been introduced that would rescind this
amount. See 5.2167, 97th Cong., 24 Sess., 128 Cong. Rec. §1647.
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The Protested Solicltationg

under the protesited solicitation, the Army originally
sought PACCAR's cost proposal to produce 36 vehigles in .
fiscal 1982 ard an additional 51 in 1983; it subsequently
requested an alternate proposal for 87 vehicles opn a multi-
vear basis, Now, however, the Army advises us that it intends
to hold the first production run to 25 vehicles, eliminate
the option quantity, and conduct a competitive procurement
for full production in late 1984, a year earlier than
planned, The Army ultimately expects to procure more than
1,200 vehicles, In addition to the 25 vehicles, under the
protested solicitation the Army seeks a system support
package, training materials and classes, and other engineer-
ing and technical support, The solicitation oriqinally also
called for the preparation of a technical data package;
however, under a contract awarded in September 1981, PACCAR
is modifying and further testing one of the prototypes and
will update data accordingly,

Sole-Source Justifications:

The Army has advanced numerous justifications for the
proposed award to PACCAR; International Harvester disputes
them all, The major arguments center on PACCAR's familiarity
with the ACE, which the Army asserts makes it the only firm
currently capable of making the transition from development
to production, and on the type of technical data package
required for a competitive procurement, The Army also
asserts that because of the ACE's combat capabilities,
not currently available in any other military vehicle,
it is urgent to field it as soon as possible, The Army
believes only PACCAR can meet its schedule for delivery
beainning 570 days after award.,

A, Familiarity with the ACE:

International Harvester argues that the proposed sole-
source award ignores its role in development of the ACE
(it holds patents on the commercial version) as well as
its present capability as a manufacturer of heavy-duty
construction equipment, According to the proteuster, except
for revisions to components such as the engine and transmis-
sion, which any production contractor (includiing PACCAR)
must obtain from approved sources, the current generation
of the ACE is virtually identical to the last generation
that International Harvester built.
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The army, hovever, states that more than 200 design
and engineering changes were made to the vehicle by Caterpil- F
lar and an additional 700 by PACCAR; these include allegedly
design-critical changes in the engine, the drive train (in-
cluding transmission), the hull -ssembly, and the hydraulic,
suspension, and electrical systems, Some of these changes,
the record indicates, were mude to overcome deficiencies
found in testing the prototypes built by PACCAR, The Army
states that others were required because components became
obsolete and had to be replaced, and still others are product-
improvement changes which have not been fully tested due to
lack of funds, One engine, for example, was discontinued
because it did not meet Environmental Protection Agency
standards,

An additional number 'of priority changes have been
ideptified and will be implemented before and during
initial production, the Army states; some of these are
geared to reducing the cost of production, while others
are in response to changed battlefield requirements, The
final version of the ACE will have such sophisticated
capabilities as chemical/bioclogical warfare protection,
smoke launchers, and night vision,

The significance of the numerous changes, the Army
states, is that they must be properly integrated into the
vehicle design, Their impact on existing components is
uncertain, the Army continues, but it is crucial that
the changes be made in a manner that does not adversely
affect other design parameters, The developer having
the most current experience with the total design is
the only one qualified to resolve potential difficulties
without undue technical risk, the Army asserts,

A large number of the ‘problems experienced with all
generations of the ACE are rooted in manufacturing methods,
the Army further states, In its judgment, the lessons
learned by PACCAR cannot effectively be transferred to
the operations of another manufacturer and cannot be re-
flected in the technical data package before completion
of initial production. The Army admits that this is a
subjective judgment which reflects a conservative approach.
However, it states, the basis for it is the need for any
other contractor--including prior developers--to become
acquainted or reacquainted with the entire vehicle design
and the pos. .bility that a new contractor will overlook
critical changes, Thus, the Army states, far more is
required than merely purchasing components from approved
s0ources,
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In this regard, the Army states that PACCAR has
coordipated with subcontractors to solve persistent
problems ia the AUZ's complex nydraulic and euspension
systems, A change in the transmission has been mutually
developed by PACCAR and Clark Equipment Company; in the
Army's opinion, it would be difficult and time-consuming
for another prime contractor to repeat this development
effort, since the drawings and specifications for the
transmission are not included in the current technical
data package, Further, International Harvester's commer-
cial patent is not relevant, the Army asserts, since
the firm has neither prouduced the vehicle in quantity nor
subjected it to the periodic reevaluation and reengineering
which the ACE has undergone,

The Army concludes that only PACCAR has the expertise
required to implement the changes to the ACE during produc-
tion, While acknowledging Incernational Harvester's role as
a developer of the ACE, the Army does not agree that this
experience is sufficient to overcome the firm's lack of
experience with the current design,

The Army also points out that both Defense Acquisition
Regulation § 3-108(b) (1976 ed.) and Army Regulation (AR)
1000-1 (May 1, 1981) indicate that it is genperally in the
Governnment's best interest to place initial production
contracts for technical and specialized supplies with
the development contractor, The rationale for thic policy,
the Army states, is to permit the Government to retain
the expertise gained by the development contractor through
the first production run., It allows incorporation of all
"first=build" changes into the technical data package
before competitive purchase of a large quantity of the
item, and is standard Army policy for complex procurements,

International Harvester's response is that in this case
ther\t are three developers of the ACE. If the Army correctly
has described all the changes which have been made or proposed
since International Harvester last was involved with the ACE,
the firm continues, neither PACCAR nor any other developer
has built the vehicle which will be produced under this con-
tract, although they have built its predecessors., If changes
vyet to be made are significant, International Harvester con-
tinues, the ACE should not be allowed to move into the produc~

tion stage; if theg are insignificant, then any of the prior
developers should be allowed to produce it.

Moreover, International harvester argues, the Army is
reneging on a2 promise, made in 1971, when it specifically
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stated that che advanced production engineerijng contractor
was not guaranteed award of the first production contract
because the contract would be awarded competitively,

B, The Technical bata Package;

Internatiopal Harvester also arques that the Army either
has or should have obtained a technical data package for the
ACE; the firm estimates that the Army has spent nearly $1,5 mil-
liop (of & total of §7,7 million in contracts awarded to PACCAR
since 1971) for such data, If this information is updated, Inter-
national Harvester argues, it can go into production as quickly
and as well as PACCAR,

The Army, however, states that due to the long development
period, piecemeal funding, and changes in Army policy concern-
ing what is suitable for competitive procurement, data deliv-
ered upder its earligr coptracts with PACCAR must not only be
updated but also "validated" by being used successfully in a
first production run, According to the Army, this requires a
configuration audit in which the vehicles are tested and com-
pared with drawings and specifications, Until this is done,
the Army indicates, it cennot warrant the data package to other
bidders as adequate for mass production, In this regard, the
Army rejects International Harvester's proposal that competi-
tion should be limited to prior developers of the ACE., A vali-
dated technical data package will enable all experienced manu-
facturers to coppete for tue full production contract, the Army
concludes,

FACCAR, in comments to our Office, supporits the Army's
positién that currently available data is incomplete and
states that it never was authorized to produce a complete
data package, Drawings, for example, were vevised only when
they related to the specifiq tasks covered by its earlier
contracts, PACCAR states; the firm estimates that only 100
of approximately 1,200 drawings meet current military
standards, Other elements of the technical data package
still to be formalized, according to PACCAR, include
specifications and data for packaging, quality assurance,
inspection, and acceptarnce.

The overriding purpose of this procurement, the Army
statees, is to complete the research and davelopment cycle
by assembling and validating the technical data package.
Under its current contract, PACCAR is fabricating and
installing modifications on cne of the four prototypes,
and after testing and Government approval of the changes,
will update the technical data package be.ore first produc-
tion. But the data package cannot be validated, the Army
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contends, through modification and testipy of a handbuilt
prototype; nothing short of actually producing the vehicles
and thereby verifying the data will do, The Army also argues
that potential disputes over the adequacy of terhnical data,
inherent in award to any non-design developer, could take
time to resolyy, resulting in postponement of full production
to a later fiscal year and increased costs due te inflation,

C, Urgency:

Internatiopal Harvester also challenges the Avmy's
other sole~source justifications, particularly urgency,
The firm questions whether "time is of the essence" when
the Army has no definite schedule for fielding the ACE,
T™he fact that the vehicle was not funded between 1977 and
1982, International Harvester continues, demonstrates that
it is not urgently needed and that there is adequate time
for competitive procurement,

The Army acknowledges that it has no timetable for
fielding the ACE, However, it states, the vehicle is
designed to £ill a mission which currently exists-~-not
only to support the M1 tank but also for heavy digging
of survivable positions for tank and inEantry weapons,
anti-tank ditches, and other mobility, countermobility,
and survivability tasks.

There currently is no alternative to the ACE, since
commerclal)ly available bulldozers are essentially road-
boiuind, the Army adds, and do not have the ACE's ability
to move across country at high speeds; they also lack armor
and protection against chemical-biological warfare, The
Army argues that the ACE's combat capabilities make it
essential to field the vehicle as soon as possible and
that an award Lo any contractor other than PACCAR will
cauie delay of at least one year in manufacturing and
f{elding and will l..crease costs by an estimated $6 mil-

on.,

Delays which have occurred thus far have been due to
funding constraints, not to lack of immediate need, the
Army further argues. With unlimited capital and an infin-
ite time for performance, any manufacturer of related
equipment could successfully validate the technical data
package, the Army concludes, but neitheyx is available.
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GhO Anayxsis—lSole-Source Procurements:

A General‘Rules

When a procuremenf is negotiated, proposals must be
solicited from the maximum number of qualified gources
consistent with the pature and requirements of the supplies
or services being procured, 10 U.5,C¢ § 2304(g) (1976).

DAR §§ 1-39) and 3-101(d) also require competition to the
maximum extent practicable, For this reason, our Office
closely scrutipnizes sole-source procurements, We will,
however, uphold such procurements if there is a reasonable
or rational basis for them, Precision Dynamics Corporation,
54 Comp, Gen, 1114 (1975), 75~1 CPD 402,

Presumably, no contracting activity will wmake & sole-
gource award without believing such action is in the Govern-
ment's best interest, However, an award may not be justified
merely on the belief that the awardee is best qualified,

Aero Corporation, 59 Comp, Gen, 146 (1979), 7¢2-2 CPD 430,
Thus, when an agency has information which clearly indicates
that a second source may be capable of filling its needs, it
must investigate further before making a sole-source award,
rerospace Research Associates, Inc.,, B-201953, July 15, 1981,

Mere familiarity with the goods or services being
procured,; or prior experience which the agancy helieves
will facilitate performance and enable a contractor to
anticipate problems, do not, of themselves or even coupled
with urgency, justify a sole-source award, nor do potential
increases in cost due to changing contractors, Accordingly,
we have sustained protests against sole-gsource awards of
contracts to repair an underground heating system for Army
housing when the agency falled to show that the installer
was the only firm which could complete the work before
winter, Titan Atlantic Construction Corp., B-200986, July 7,
1981, 8)-2 CPD 12; and for an energy management control sys-
tem when the agency believed that the offeror was so well
avguainted with existing enuipment that it could install a
new system in less time and at a lower cost than any other
contractor., Electronic Systems U.S.A., Inc., B-200947,
April 22, 1981, 81-1 CPD 309,

We also have disapproved sole-source awards for collec-
tion of delinquent Medicare, Medicaid, and Group Health
accounts, justified on the basis of the contractor's famili-
arity with the accounts and demonstrated ability to collect,
Systems Group Associates, Inc., B-~1952392, January 17, 1980,
80-1 CPD 56; and for upgrading an audiovisual system and
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refurbishing an auditorium, when the awardee had manufactured
the major components and was considered able to perform with-
out detailed specifijcations, Techniarts, B-193263, Apri) 9,
1979, 79-1 CPD 246, See also Environmenta), Protection' Agency
sole-source procurements, 54 Comp, Gen., 58 (1974), 74-2 CPD
597 Kent Watkins & Associates, Inc,, B-191078, May 17, 1978,
76-1 CPD 377,

B, Awards to Dbevelopment Contractorsg

When, however, the item being procured is technologi-
cally complex and/or has ha¢l its genesis in a research and
development contract, the daveloper's familiarity with the
work to be performed may justify a sole-source award for an
initial produetion run, since the developer may be uniquely
able to implement changes required for mass production,
This exception to the general) rule requiring competition
is particularly applicable when for reasons of national da-
fense or safety, full scale production must be achieved at
the earliest practicable date,

Thus, we have upheld sole-~gsource awards for the "Seafox,"
a liaval warfare craft, to the firm ywhich constructed the
prototype, The Willard Company Incorporated, B-~129705, Feb-
ruary 18, 1981, 8l-1 CPPD 102, and for modification of
radar for use on various aircrafit to the firm which had
developed and had proprietary rights to data on the basic
item, although the Air Force was entitled to data on im-
provements, Applied Devices Corporation, B-187902, May 24,
1977, 77-1 CPD 362.

Lvenr when, as in this case, a prior developer's work
will be incorporated into the item being procured, if sub-
stantial changes have been made or 1f the work contemplated
goes beyond that of the developer, the most recent contractor
may have unique knowledge or capability, justifying a sole-
souwrce award. For example, Vega Precision Laboratories,
Incy, B-191432, June 20, 1978, 78-1 CPD 467, involved a
sole-source award by the Marine Corps to the most recent
supplier of transponder sets, used to enable attacking
alrcraft to "home in" on ground targets under all weather
condjtions, Due to urgency, the agency planned to waive
first article testing and use unaudited drawings. The pro-
tester, under earlier contracts, had produced a model which
was the acknowledged forerunner of that being procured. In
addition, the firm had kept pace with technical developments;
reviewed information made available to it by the agency and
believed it could produce the sets; planned to conduct first
article testing simultaneously with production in order to
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meat delivery schedules; agreed to he contractually hound
to duplicate thée item if it was furnlished only one unit;
and offered to assist in auditing and revising drawings,
Because the protester's work had been done seven years
previously, we found it unnecessary to counsider whether it
had met performance requirements at that time, We nheld that
the agency's assessment of unacceptabl)e technical risk and
potential delay in award to apy flrm other than the incum-
bent was reasonable, and we denied the protest.

Similarly, in Engineared Systems, Inc.. B-195237,
December 14, 1979, 79-2 CPO 408, involving, & contract for
support of an aircraft system used to collect sqieptific
and technical intelligence, the Air Force proposedya sole-
source award to the contractor who, during the previous
four years, had modified the aircraft substantially, A
prior contractor protested, We noted that due to time
and funding constraints, drawings and engineering data
on the mogifications had been kept to an absolute mipnimum
and had keen augmented by the incumbent's own specifica-
tions, manufacturing processes, and enqineering notes,

which were not availahle to any other firm, We upheld

the awvard but recommended that options not he eiercised

if a competitive data prckage could be assembléed, See

also Frequency Engineering Laboratories Corporation,
R-202202, December 15; 1981, 81-2 CPD 468; HNortCh Electric
Company, B-182248, March 2 1975, 75-1 CPD 150; BiloMarine
Industries; General ®lectric Company, P-18021i, August 5,
1974, 74-2 CPD 78; B-173063, September 22, 1971; and B-16103),
June 1, 1967,

General- Accounting Office Conclusions:

We find that the ACE is a complex, state~of-the-art
combat vehicle, and that PACMAR is notl. only the most recent
developer. but also the only rompany which has worked on
it for more than 10 years, We believe the Army has reasonably
determined that PACCAR's current familiarity with the vehicle,
the lead time which would be required for any other contractor
to become familiar with it, and the urgency involved combine
to make PACCAR thr: only available source for the proposed
procurement.

We reach this conclusion, first, because the solicita-
tion issued to PACCAR does not call for the production of
large quantities of the vehicle for operational use, Rather,
it calls for PACCAR to provide various types of engineering
support for a limited production run. Specifically, the
firm is to insure:
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nk % * that the mechanical, hydraulic, and
electrical design of the equipment is such
that when produced in guantity * * * there
will be no degradation of prcformapce from
that demonstrated and established op the
developmental hardware and that quantity
production can be effected with minimumn * * *
problems * * *,V

In so doing, PACCAR is required by the specifications
to perfect, to the extent possible, the manufacturing pro-
cesses to be used in rollow-on full scale production, and
to make inspection, assembly, and interchange of parts as
easy as possible, In short, what is involved is production

engineering.,

second, as the Army has indicated, the engineering
methods developed by PACCAR must be tested through produc-
tion, In this regard, we find it reasonable to reqguire that
the technical data package be yalidated, The prvotested
gsoiicitation lists numerous deficiencles found in 1976
testing of the vehicle at Aberdeen Proving Groupd, Maryland.,
For example, at that time it falled to start consistently
in temperaturas below.zero degrees Fahrenheit, In addition,
it fajled to meet requirements that 88 percent nf all
units be able to complete a l0-hour mission successfully
and that 50 percent of al)l units be ahle to operate 650
hours between replacement or overhaul of major components.
Also, when unballasted, the vehicle could not maintain
required speeds of 30 miles an hour on dry, level terrain
or 3 miles an nour while afloat, and the latches securing
the dozer blade were not adequate to insure its retention
during cross country movement,

It appears that estensive testing will be required
to determine whether these and other problems, which appear
to have been solved only on paper or at best through testing
of modifications to the prototypes, have been resolved,
This is consistent with a 1978 audit report in which we
stated that the vehicle (still referred to as the Universal
Engineering “ractor) was outstanding when it performed .
properly, but was "plagued with durabillity and reliability
problems." We noted that test officials belleved that
although existing prototypes were being used to correct
as many deficiencies as possible before a technical data
package was finalized, the vehicles were so old and had been
modified so many times that they would not be an accurute
indicator of deficiency corrections. See Letter Report to
thz Chairman, House Appropriations Committea, PSAD 78-99,

May 1, 1978.
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: Further, we believe the Army it justified in its belief
that it must proreed immediately with a limited production
run in order to meet its urgent peed ror full scale produc-
tion, The ACE will f£ill military needs which are pot bheing
met by any other equipment, either in Army inventory or
available commercially, and obvicusly these needs will re-
main upsatisfied until the production units are fielded,
International Harvester's contention that production is

not urgent btee se the ACE was npot funded for several

years falls to. .ecognize that the lack of prior funding
logically letds to a greuter urgency now and that the Con-
gress provided funds this year after the Army explained

its immadiate need for the ACE,

The fact that only PACCAR's apd its subcontractors!
engineering personnel are currently familiar with the ACE's
desiqgn data, consisting of sowe 1,200 drawings, numerous
technical specificationg, and a history of some 900 changes
made in the past 16 years, leags us to conclude that it is
the only firm that can reasonably assure that the contract
will be performed as promptly as possible, Moreover, as
the Army points out, if problems arise during production
which require recalculation or adjustwent of dimensions
and tolerances, PACCAR appears uniquely qualified to resolve
them without undue tecanical risk,

Finally, we £ind no evidence that the army is attempt-
ing to avoid its obligation to compete full scale production
of the ACE, The Army at this point is seeking only to pro-
duce a limited number of vehicles to insu ¢, in its words,
"That a [later]) compeuitive solicitation is not conducted
without a technical data package proven adequate to build
a vehi¢le in a full production mode."

International Harvester's nrotest therefore is denied.

Number of Vehicles to Be Procured:

Alchough,we have no legal objections to a sole-source
award to PACChF:, we believe that the contract should be
for the absolute minimum number of vehicles required to
support production engincering and to validate the technical
data package, The Army has prasented us with only con-
clusionary statements as to what this minimum is, In 1978,
as indicated above, it planuned to procure 230 vehicles under
a first production contract, if options were exercised. In
this procurement, the Army initially argued that 87 vehicles
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were needed; it now states that it will limit initial produc-
tion to no more than 25 vehicles. In none of tliese cases
did the Army explain how it arrived at these figures.

The solicitation indicates that the firat four vehicles
delivered will ‘be subject to first article testing. The
fifth will be subjected to a physical configuration audit,
in which an "as-built" vehicle is examined against the tech-
nical documentation; the sixth will be physically torn down
to evaluate maintainability. What the remainder of the 25
vehicles will contribute to the process of validation is
nct clear from the record. In other words, the Army does
not appear to have made a technical judgment that a minimum
of 25 vehicles need to be produced by PACCAR before it
will be in position for a competitive procurement,

While the many decisions cited above support sole-source
procurements under the circumstances present here, they do
not support such procurements when they involve more than
a minimum quantity or when they continue for more than a
minimum time. What is justifiable initially may soon cease
to be justifiable, particularly in light of the obvious
advantages to be gained from competitive pricing and the
wisdom, from a managerial point of view, of developing
more than one source. For &xample, see Aero Corporation,
supra, and Aero Corporation v. Department of the Navy,

No. 79-2944 (D, D.C., February 18, 1982) involving a
proper sole-source award to the original manufacturer

of the C-130 of a contract for extendihy the service life
of the aircraft but also a U.S. District Court order to
the Navy to develop maintenancve kits suitable for future
competition between the manufacturer and other experienced
C-130 contractors. See generally Less Sole-source, More
Competition Needed on Federal Civil Agencles™ Contracting,
PLRD 82-40, april 7, 1982, -

Wle therefore are recommending that the Army reevaluate
whether it actually needs 25 vehicles under this contract
and that, concurrent with the first production run, it
take all necessary steps to insure that a complete and
validated technical data package is obtained, so that
this noncompittitive procurement will not be extended. See
H. Koch & Sons, B-202875, December 14, 1981, 81-2 CPD 4637
Acrospace Research Associates, Inc., supra; Applied bDevices
Corporation, supra, ) T

In addition, to the extent that the 25-vehicle fiqure
reflacts tne Army's assessment of what is practical to
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defray tooling costt, we suggest the Army consider whether
the Government's interests would bec better served if it
were to acquire and furnish under follow-on contracts any
special production tooling which may be neecded.
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